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TELEFONICA DATA BRASIL HOLDING S.A,
NOTES TO THE QUARTERLY INFOR?
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ATION (Continued)

o

Presentation of Quarterly Information (Cominued)
atements for

Sﬁ;}temi{f? 3{3: 2004 financial st
24 (1)

i Notes 181 and

AR J
Quarterhh

ot - - 2
September 30, 20063

'zl vear, and sk

Cash and Cash Equivalents

Cunsolidated

applied mmi

COMPanson

have been
stently with
suid be read

Junf26is

Cash and b
Shoriterm iy

889

PT NN o8
[N

Bocounig

{onsolidated
Sepf2003 Juns2008
70,981 Ha, 120
30,044 39,174
117,425 103,296
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1510 3840
35,091 33,742
12,743 12,258
148,500 155,956
207,164 210,468
238866 240.59¢
23,721 23,291
215,488 217.368
T 3 i on : & heis £
The balences of miovcm%fc income and social contribution taxes are being ofiscl

-

income 1ex loss carrviorwards (R833,091) and
ards Q‘R?h.'f‘ }rece \;mbk refer to the subsidiary
calculaied on Income tax losses and social

and RS$141 :3‘:3? respectively, as of the balance

c;?aeei mu Prevailing 1ax an allows for income and social contribution tax loss
10 be offset fzg:%ir;sz UTAre 1a \%z}i income up 10 a limit of 30% of annual
1. The Cum Dt ;}‘:? management expects 1o recover the iax creditg as of
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NOTES TO THE QUARTERLY INFORMATION (Continued)
Se g tember 30, 2003

{In thousands of reais, unless otherwise siated)

.
come, approved by i

» Ly ngn T P
10 Iuare ohen g:\?,\

Transferred 1ax credit

The corporaie resu ‘u‘czurmg in 2001 (Note Db} was JW}EU“’%”@I&@ $0 as to prevent the

oriization of the vransferred goodwil] from adsc sely ¢
he consolidaied | P H

1
Telelonica Emp

smenis and in the Hingn

rar T T . T SRR oY o . vt amn . I
The subsidiery’s accounting records for comporawe and ax purposes are found
i Vg 1l

on of the wax credis are a3 %‘ci? TWE:

SepiI{i0A Jun/0s
Condwil] 436,176 441 047
Provisios (287,876 {291,090
Ny 148,308 14%.95¢8

Sep/20B3 Sep2604
(14,6147 53.708)

9.645 2,447
3.969 i.261

For the *zz}“m on Bt income and social contribution 1ax rat

are 23% and

As ghown above, goodwill gmorntization, net of reversal of the provision and

5

”‘f*{:z\:.m%% and the comresponding

ws

e related

th
iaN credii, mci not generaie any efiects on nev income {loss) for the ?az’més ended

e

September 30, 2003 and 2004
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TELEFONICA DATA BRASIL HOLDING S.A.

NOTESTOTHEQ U%?{”"‘LR@X INFORMATION (Continued}
stemoner ”:}. 20058
(I thousand 31 reass, unless m}wmizc siaied)

For & fair presemation of the Compeany’s financial p o? tion and resulis of its operations,
the net a 34 146 .9: upe 30, 2005) which essentially
Tepresents 1 W ithe balance sheet to deferred
and mce with CVM Instruction No.
349, of c.:isém} eversal are recognized in
ihe expenses and the subsidian’s
corresp I statements as provision for
ncome and :
Inventories
Consolidated
Sep 2008 Jupf2o03
919
3,548
{1,203
Toel 3268 3283
Other Asset
Conxolidated
Sen /2008 Jun2003
T.4G7 13
2,165 1,163
1,924 464
242 273
Toal 6.738 8210
Curren 6,431 4927
Noncurren 347 284

10
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TELEFONICA DATA BRASIL HOLDING S.A
NOTES TO THE QUARTERLY INFORMATION (Continued)

Sepiember 30, 2003

(i thousands of reals, unless otherwise staed)

9. Investments (Conunued)
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TELEFONICA DATA BRASIL HOLDING 8§

{ ‘:” INFORMATION {Continued)
30,2003
unless clherwise siated)

NOTES TO THE QUA

{in thousands mf”;
12. Loans and Financing

Consalidated Sep 2003

Intgrest
rale Maturity Current {.ong-term Total
Loans in foreien currandy
) By 2006 165,369 1337 167,306
Tetal 162,369 2137 167,504
£ onsolidpted Jun/2008
Interesy
rate Matgriw _ Current Lungaerm Toial
Loans in fbr
% foy 20533 116,306 33,714 §52.027
1053% of
Financing in bo Brenty Col In 20458 &og . §9%
Total 170 33,718 152,920
The foreign currency loans are as follows:
Consolidated Sep2008
{*y Annual interest Toial
Currengy rule Principual Interest balante

LsD 1.60% a9 3.90% 128,914 1865

Resolution No. 2770

Resolution Ne, 2770 SPY 1.80% 36,628 103 36,731
168,538 1,968 167,806
Conselidated Jun/2008
{7y Annual interest Total

Currency rase Pringipal interest balance

Kesohuion No. 2778 USh 2.30% 5 5,90% 122,758 1,397 124,383
Resohnion No. 2T IPY LA0% 27,519 348 17,867
150,277 1,748 182,822

To reduce the nisk of losses due to exchange rate fluctuations, which would increase debi

balance in foreign currency, the subsid
in Note 26.

-
th

wary has entered into 3;3 ransactions as described



TELEFONICA DATA BRASIL HOLDING S.A.

“RLY INFORMATION {Continued)
mber 30, "’L:U
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Sepa

fnthousands of 7

Taxes Pavable

Consolidated

Sepi2008 Jun/2003

indiredt mnes,

}C\’§§ izt VA 8,386

/

PiS g *'“”"i\‘s {1a%es op revEnuel 4.563 4736
Other 44 617
Total 13,503 13.963
14. Payroll and Related Charges
Consolidated
Sep/2003 Jun/ 2003
Salaries 3230 3,115
Payroli charges 15,921 13,893
Benefns 616 524
Emplovees® profit sharing 6,726 7918
Sales bonus 1,363 1,424
Tota! 27874 26,873

18, Other Liabilities

Consolidated

Sep/2008 Jun/2008
Recoverable values 1,533 1,019
Consignments for t%src pariies 1.692 1,558
Accrued pension plans (see Note 23) 921 782
Other 1,001 1,302
5,167 4,661
Curremt 3,244 2,

MNoncurran?

1,923

s
.

LN v 3
o
o

o}
¥
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16.

17.

TELEFONICA DATA BRASIL HOLDING S.A.

NQOTES TO THE QUARTERLY INFORMATION (Continued}
Seprember 30, 2003
{In thousands of reais, uniess ptherwise s1ated)

3

The subsidiar AL g opanty 1o lawsuits involving labor and

civil cla ms int rmal course of fis operations. Company management, based on ihe
apinion © vI counsel, recognized & reserve for the lawsuits 1 which the chances

Lo

Foss . varmpn e Admead ne weevatia e 4] . - z 3
of unfzvorable ouicomes were considered as probable. in the amount of RS839 {57

Shown below are the amounts involved and respecuve risk jevels:

Risk of unfaveorable outeome

Nature Probable Pussibie Hemote Tolat
Labor 87 3845 336 7076

Civll 32 T 16,040 16,806

Toual giy 6,627 16,3596 23.882

Shareholder’s Equity

a. Capital

As of Sepiember 30, 20 Z’vi fmé Fune 3{% ’2%5«. w%f:ﬁré'mﬁ and paié-up capnal 18

Common shares 358,716,131,43]
Preferred shares 712,437.254,331
Total cutsiending shares 1.071,153.383.9¢62
Net equity per thousand shares - RS (.56

The ch:mx i esuthorized to increase jts capital up to the Hmit of
1,300,000,000.000 shares, either common or preferred. The Board of Directors has
the right 1 éeude on capital increases and the relev ant issuance of shares, within
the zuthorized capital limit, with no obligation 10 maintain the mepomeﬁ of each
tpe of share, f”\cepi that preferred shares, nonvoiing or with restricted voting rights,
cannot exceed 273 of the 1ssued shares.

E



TELEFONICA DATA BRASIL HOLDING S.A.

NOTES TO THE QUARTERLY INFORMATION {Centinued)
epiem‘zm 3@. 2003
{in thouvsands of reals
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17. Shareholder’s Equity (Continue

ividends of 25% of net income

ibed by its bviaws,

Fach common ~%‘ar s en 313 d 1o one vote ai the Shareholders’
wering established in the bylaws or leg: ,

ement, without premum, and dividends 10%
\3’7 es.

Consolidated
Sep/2003 Sep/2004

Packet-switched dats services $22.842 228,147
Commissions (1) 32 8640 £3.644
Sclutions and oiher 67,778 49,182
Torel 636,480 $38.953
ST+ J Y U T o Teiee 1 "

{1y Refers 1o the commission on vaice services provided by Telesp 1o customers of the

subsidiary Telefonica ‘m,mpresas S.A. (Note 24

(i1) To allow better presentation of operating revenue, the Company reclassi

fi
ammounts presented in Sepiember 2004, The main reclassifications were between

PaCRLT-FWwiL iched data services™ and “commissions”.



TELEFONICA DATA BRASIL HOLDING $.A.

NOTES TO THE QUARTERLY INFORMATION (Continued)
Sepwember 30, 2003

{In thousands of reals, unless otherwise stated)

Cost of Services Provided

Consolidated

Sen2008 Sepl2004
Renals (1) | (177.,667) (169163
Depreciation and amonizet {70,969 (64.339;
Personn (31303 {27473}
Cugsourced services {64,930 {46,246}
Lea 1917} (11,755
Onher (17,5183 {8,635}
Fmel {363,104) {327,613

ey

(i} Include rentpard 1o affiliated compeny Telesp for use of the ne

Operating Expenses

work (Note 24}

Consplidated

Sep/XBR Sepl2004
Personnel {35,815 {32009
Onpsgurced & m"z:et 2z2.91% {Eﬁ 39}
Allewance for doubtful atcounis {1.632) (3.3 8‘?}
Depreciation end amortization {163 (193
Othes (817 (701
Total {(61.217) (52.130)

b, General and administraiive expenses

Company Cunsolidated

Sen/2003 Sep 2004 Sepl2008 Sep2004
Quisgurced services {1.195) (1.042) {33,666) {26.813)
Personngt (33 {379 {13,589) (11,827
Rent - - {24841 {3,369)
Depreciation and amortization - . (3.224) {3,342}
Other 4 (103 (3,118) {4216
Towul (1.232) {1,10%) (56,538) (48,367)

19



20, Oper

TELEFONICA DATA BRASIL HOLDING S.A.
NOTES TO THE QUARTERLY INFORMATION (Continued)

September 30, 2003
{In thousands of reais, unless otherwise stated)

erating Expenses (Continued})

c. Other operaiing expenses,

Companv Consalidared
Sep2008 Sen/2004 Sep/2008 Sep22004
Criher operating come:
Reversal of reserves - 2¢ 1201 §3
Regovered expenses . . 39 -

Other . “ 820

T lae st
Ll

- 29 2,060 }

Orher operating expenses:

b~

Taxes other than on Income . - (4,568} {2,999
Amortization of gopdwil {9,645 (2.4847 {9,645) (244

oo Pt i

P
£~
A =

Onher . - {1,594)

(9.648) (3.847 (16.207) (6.665)
Tetal {9.6453 (2418 {14,147 {3275
21. Financial Expenses, Net
Consolidated

Sepi2003 Sepl2004

Financiat income
Interest on shon-ierm investmens 1,184 $0%
Gaing on derivaiive ransaclions 56.3?7 26,035
ResumementyForeign exchange gaing 36,246 7,363
Other 454 176
R

88.261

4D

&Y
el
143

Financial expenses
imerest {4.518) (6,9
Losses ¢ 1{% vauve ransaciions {199.993) {43,5
Restatemenis ,"Ff eign exchanne Josses 230) (2.3

{}th«c; {2.817) 2.

Totzl

el h 4
R E N R T e
o St e St

B’

L.

{117,258) (601

{28.997) {26.034)

(9]
<



TELEFONICA DATA BRASIL HOLDING S.A.
NOTES TO THE QUARTERLY INFORMATION (Continued)

September 30, 20035
{in thousands of reais, unless otherwise swated)

22, lncome and Sociad Contribution Taxes

The wable below shows 2 reconciliation of the recorded 1ax expense with the amoun
3 £y T P » Lo an 4 & - P
ma* res um:d from applving the combined ax rate of 34% (23% for income 1ax and 9%
el contribution 1ax on income)

Consolidaied

Rep/2008 Sep/ 2604

Income {lossy before anes 19.348 (21,597

(1.741) 1,984

{76) 9
{19y -
{868) (22
(113) (97

et
—

ot

Yo ¥ PP S b e 5 g wee ® R " P
Socizl conwibution 1ax credit {expenge i the stztemen of
operations 2,817 1,618

Income tax c:eéiz {expense] {4.836) 5,399
Permanent differances:
Noendeduciible expenses {212) {22)

{(33)
e (2.417) 612)
Other (3113 {2745

Income ax credil {expense) in the siatement of operations {7.825) 4,461
Towt income and social conribution axes £10.642) 6,109

b
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TELEFONICA DATA BRASIL HOLDING S.A,

NOTES TO THE QUARS MRLE INFORMATION {Continued)
gplen 30, 2603

{in thousands of reais, u ﬂass atherwise stated)

Post Retivement Benefit Plans

The subsidiary Telefonica Empresas S.A. is 2 sponsor of the Visdo Telefénica
¥~'mnr€<a-: Benefit Plan, a defy; f:f co n%}m%m pian admimstered by Fundacdo Sistel de

3,
o
7z
o
3
3
t

Social - Sistel, wh m 25 approved by the Supplementary Pension Plan
Pstry al Securitv) on Apnil 3, 2001,

e ¥

in 2003, Visic Prev Sociedade de Previdénciz Complementar was creat a 0 manage
Visdo Telefdnica Empresas Plan and other plans. Management of szid Plan was
wransferred on February 18, 2003 10 the new ensirv. The wransfer of these olam was
approved by the National ‘»mppiumr”’r\ Pension Pan Superintendency ~ Previe
{formerlv \u};«ﬁlug.am.z'\ Pension Plan Office) based on Administrative Rule No. 123,
October 7, 2004,

S

L.

The plan is funded by contributions made by participants and the sponsor, credited w
im‘*imduﬁ% accounts. The subsidiary 15 responsible for R m%znr* all administrative
expenses and plan maintenance, including risks relaed w0 death and disebility of
participanis. The subsidiary’s contributions 1o the Visao Telefdnica Empresas Plan are
equal 10 those of participants. ranging from 2% 10 9% of the contribution salary, based
on 1he pereentage ‘chosen by the partucipant,

,

o~
2]

In the third quarter of 2003, the subsidiary made contributions to the Visgo Telefonica
Empreses Plan in the amount of RS2,173 (RS$1,736 in the third quaner of 2004},

Telefonica Empresas S.A. recorded the effects of the actuarial calculations required by
CVM Resplution No. 371, of December 13, 2000, For the plan’s actuarial valuaton,
the ’31’@3% ed unit credit method was adopted; the plan’s assets are determined as of
November 30, 2004, as permined by IBRACON a%maﬁam Institute of Independem
Auditors} Tec}‘wica} Interpretation No. 01/01, ratified by CVM through Circ L.§?.i’ Leter
CVM/SEP/SNC/No. 01/2002.

The position of the plans as ¢ ”Se tember 30, 2005 was RS921 (R$782 as of June 30,
2{}@:; and refevant habilities are recorded in “Other liabilites” (Note 153



TELEFONICA DATA BRASIL HOLDING S.A.

NOTES TO THE QUARTERLY

\e@m‘mc 30, 20038

{In thousands of reais, unless otherwise stzted)

23. Post Retirement Benefit Plans {Coninued)

3

Shown below are expenses estis

Cost of current service

bmerest cost

Expecied renurn on plan asseis
Emplovee’s contribwion

Toral expessas {reversals) for 2008

24. Related Party Transactions

The most s%miﬁcam inwercompany  ba
consrolling group ¢
Y

these Ivpes ofotv: ations as follows:

ASSETS
Current asseis
Trade zocounts receivable

Other Intercompany receivablies

Nopeurrent assets
Other Intercompany receivables

Tote] asses

LIABILITIES
Current labilities
Trade sccounts pavable

Intercompany pavables

Total Habilities

i
)

S INFORMATION {Continued)

b

nated for 2003 as per actuaries’ repons:

arise from 1
mpanies, which were mmeﬁ out

ansaciions with the
under usual mearket conditions for

Consolidared

Sep/2(83 Sen/2004
21,150 10,727
40,142 24,027
1,128 i.724
62,317 , 36,478
12.663 10,188
34,753 29,337
47,418 36,828




TELEFONICA DATA BRASIL HOLDING S.A.

NOTES TO THE QUARTERLY INFORMATION (Continued)
September 30, 2003

-

{in thousands of reals, unless otherwise stated)

24, Related Parey Transactions (Conunued)

Sep/2003 Sepi204
STATEMENTS OF OPERATIONS
?a’u LS

Data services 161,086 5,038
Commissions 63,860 $3.644
326,946 158,702

Cperating costs and expenses
Cost of services provided . {126.280) {107.012)
Selling expenses (10,661) {5,0373
General and adminisirative expenses {13927 (10,6213
Financial expenses, net (223} {493
{15G.891) (1227149

The amounts of the gansactions with related nanties presenied in the table above refer
: ¥
5]

o the f‘cﬁéewing businesse

Trade accounts receivable and other Intercompany receivables in current assets
refer primarily 1o date communication services. integrated solutions and
commissions receivable from Telecomunicacdes de Se Peulo S.A. - Telesp,
Telefonica Imemational Whole Szle, Teler] Celular and Telebahia Celular

Other assets in noncurrent asseis refer mainly w accounts receivable that are not
refated to Company’s operations.
Trade accounts payvable and other liabilities refer primarily to the renal of network
and infrasiructure pavable 10 Telecamunic ?(‘é s de S&o Paulo S.A. — Telesp,
internatienal Internet transit services to Telefdnica International W% Sale and
-mergia Brasi! Lida., and expenses of IT development services to Telefdnica
Datacorp.

Gross operating revenue refers mainly 1o data communication services provided by
subsidiary Telefomea Empresas S AL 1o Telecomunicacles de Sao ‘?’wio SA -
Telesp, Terra Networks Brasil S.AL, Telesp Celular S.A. and Telerj Celular S.A.,
and also commissions received for manag nent of customers who use voice
transmission services on the amount of these services billed by Telesp to its
CUSIOMErs.

b2
£



TELEFONICA DATA BRASIL HOLDING S.A.

NQOTES TO THE QUARTERLY INFORMATION (Continued)
September 30, 2005
(In thousands of reais, uniess otherwise stated)

24, Related Party Transactions (Continued)

o Costs of services provided refer primarily to the rental of networks and
infrastructure paid to Telecomunicagbes de SZc Paulo S.A. ~ Telesp, and internet
links pavable 1o Emergia Brasii Lida.

«  Selling expenses refer mainly to commissions pavable to Telesp.

o Qeneral and administrative expenses refer mainly to management services
provided by TelefOnica Gestio de Servigos Compartithados do Brasi] Lida., fixed
iclephony services provided by Telecomunicacdes de S&o Paulo S.A. - Telesp,
development and maintenance of data processing systems 10 Telefonica Pesquisa e
Desenvoivimento do Brasil Lida, and internet services 1o Terra Networks Brasil
S.A.

25, Insurance

The policy adopied by the Company and its subsidiary, as well as the Telefonica
Group, is 10 obtain insurance coverage for all high-risk assets and Habilities of
significant amounts, based on management’s judgment, according 10 instructions of the
Telefdnica S.A. corporate program. The Company fully complies with the Brazilian
legisiation for retaining insurance policies.

In the third quarter of 2003, insurance expenses totzled R$§763 (R$602 in the third
guarter of 2004).

The main insurance policies retained by the Company are as follows:

Type Insured amount
Opereting risks {loss of profiss) UB8313.472 thouvsand
Auto Hability « vehicles RS1,000

89
Lh



TELEFONICA DATA BRASIL HOLDING $.A.

NOTES TO THE QUARTERLY INFORMATION (Continued)
September 30, 2005
{in thousands of reals, unless otherwise stated)

26. Figancial Instruments

Under the terms cf CVM Instruction No. 235/95, the Company and its wholiy-owned
subsidiary valued their assets and labilities considering available market information
and proper valuation methodologies. However, both the Interpretation of market data
and the selection of valuation methodelogies require considerable judgment and
reasonable estimates in order to produce the most appropriate realizable value.
Consequently, estimates presented herein are not necessarily indicative of the amounts
that could be rezlized in a curremt market exchange. The use of different market
assumptions andfor wvaluation methodologies may have a material effect on the
estimated realizable values.

The principal market risk factors that affect the Company’s business are detailed
below:

a. Exchange rote visk

5

This risk arises from the possibility that subsidiary Telefinica Lmn as S A, may
incur losses due 10 exchange rate fluctuations, which would increase 1 feb Jances of
loans and {inancing denominated in forcign currency and the related financial
expenses. To reduce this tvpe of risk, management enters into hedge contracts

{swaps) with leading financial institutions.

The subsidiary’s indebledness and results of operations are significantly affected by
the exchange rate risk. As of September 30, 2003, part of the subsidiary’s debt
denominated in foreign currencies was hedged by swap transactions {swaps for
CDD). Swap wransactions were made 10 hedge the 1o1al debt in foreign currencies.
Gains or losses on these transactions are recorded in the statement of operations. As
of September 30, 2005, these transactions generated a consolidated loss of
RSE59.,616. A part of gains or losses on hedge transactions 10 cover trade accounts
pavable is recorded in “Construction in Progress” and another part in “Operating
expenses’; these resulted in a consclidated loss of R$2,928. The Company and its
subsidiary recorded a provision in the amount of RS25,197 in current Habilities 1©
recognize temporary losses on these operations.



TELEFONICA DATA BRASIL BOLDING S.A.
NOTES TO THE QUARTERLY INFORMATION (Continued)
September 30, 2003
{In thousands of reais, unless otherwise stated)
26. Financial Instruments
a. Exchange roie risk {Continued)

The Company's and its subsidiary’s net exposure to exchange rate nsk (excess
coverage). at book and market values, is as follows:

Consolidated
Sen/2008 Jun/2008
Buook Alarket Book Market
valug value value value
Ligbilities
Loans and financing 167,506 168,538 152,023 182,465
Trade accounts pavable (3 6,024 6.024 6,221 £,221
Forelgn exchange swap - short 172,508 173,362 138,244 138,674
puﬁiimu
Net exposure {excess coverage) 1.028 1,020 . 1

43

{1y Of the wrade accounts pavable balance in forelgn currency, R83,942 refers o
ligbilities with affiliated companies.

The valuation method applied for calculating the market value of loans, financing
and hedge instruments {currency swap) was the discounted cash flow, camzdpnna

the expected settlement of ligbilities or the realization of assets at rates prevailing in
the market on the balance sheet date.

For purposes of the accounting practices adopied in Brazil, hedge operations
(“swap™) are stated on the accrual basis, considering the contractual terms.

b. Interest rare risk
This risk arises from the possibility that the Company and its subsidiary may incur

losses due to focal or foreign interest rate fluctuations, which would affect financial
income.



TELEFONICA DATA BRASIL HOLDING S.A.

NQOTES TO THE QUARTERLY INFORMATION (Continued)
September 30, 2008
{In thousands of reais, unless otherwise stated)

26. Financial Instruments
b, Imterest rate risk {Continued)

As of September 30, 2003, the Company had RS167,506 in loans and financing
(R8152.920 as of June 30, 2003), of which RS152,022 in foreign currency at fixed
interest rates and RS898 in local currency at variable interest rates (CDI}. Although
part of the debt had been contracted in foreign currency at fixed rates, the Company
makes use of hedge operations in order to link these debts to the local currency at
interest rates indexed to CDI (interbank deposit rates), and therefore the company
results are subject 10 impacts arising from CDI variation. On the other hand, the
Company invests the excess cash of RS11,339 (R$5,784 as of June 30, 2603),
primarily in shon-term instruments subject to CDI variation, thus reducing this nisk.
The carrving amounts of these financial instruments approXimate their market
values due to their short-term nature.

c. Credit risk

The risk arises from the possibility that the subsidiary may incur losses due to the
difficuity of collecting amounts billed 10 its customers. The credit risk on accounts
receivabie is dispersed. The subsidiary constamtly monitors the level of accounts
recetvable and limits the risk of default by interrupting the supply of services.
Exceptions are made for services that must be maintained for security or national
defense reasons.

As of September 30, 2003, Telefénica Group companies represented approximately
20% of the subsidiary’s total accounts receivable.

The Company is also subject 1o credit risk related 10 short-term investments and
receivabies from swap transactions. The Company reduces this exposure by
diversification of the credit portfolio among leading financial institutions, based on
a strict credit policy,

28



TELEFONICA DATA BRASIL HOLDING S.A.

MANAGEMENT COMMENTS ON CONSOLIDATED PERFORMANCE

September 30, 2003

{In millions of reais, unless otherwise stated)
{A free wanslation of the original issued in Portuguese)

TELEFONICA DATA BRASIL HOLDING S.A. (NYSE: TDBPY; BOVESPA: TDBH)
publishes hereby its consolidated results for the third quarter 20035, in accordance with the
accounting practices emanating from Brazil's Corporation Law. The results are expressed in
Brazilian reais and presented in accordance with Law No. 6404, daited December 15, 1976,
amended by Law No. 9457 dated May 3, 1997, and Law No. 10303 dated October 31,

2001.
P&L HIGHLIGHTS
Consolidated-Accumulated

Unaudited data in thousands of RS Sep/05 Sep/04  Variation
Net operating revenue 841,185 438 845 23.3%
EBITDA Y 128,518 74,588 73.6%
EBITDA Margin 23.8% 17.0% £8 0.0
Cperating profit {loss) 17,182 {21,583 5.c
P&L before taxes and profit sharing 18,348 121587 n.¢.
Net prefit {10ss) 8,703 {15,488} n.d.
Cuistanding sheres  pisens 5.071.2 1.071.2 G.0%

0.008 {0.¢14} 1o

Earnings end losses per share (LPA} {000

o Eamings Defore

B, 1Exes, cepraration and amerizilion - EBIYDA

Note: Pruaneisl steremenss vefirred 10 Septenber 30, 2008 ware recingsifed, when spplicabls, v comparison parposes,

Highlights

= Net operating revenues totaled RS341.2 million in the period Janvary to September
2003, In comparison with the same prior year period, when they iotaled R$438.8
million, there is an increase by RS102.3 million or 23.3%. In the quarterly comparative
analysis (3Q03 with 2Q05), the increase reached R$7.3 million.

+  EBITDA reached R$129.3 miliion up 1o September 2005 versus R§74.6 million up to
September 2004, which represents an increase of 73.6%. thus increasing EBITDA
margin from 17.0% 1o 23.9%, which evidences an improvement in the main indicators
and indices of the Company, in addition to company business growth and effective
execution of a cost reduction plan. When comparing the 3Q035 with the 2Q05, EBITDA
decreased RS1.0 million or 2.2%, thus decreasing EBITDA margin from 24.5% 10

23.4%.
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« Net profit (Joss) presents a peséiix‘e evelution in the period January to September 2008,
showing an improvement of R824.2 million as compared with the same prior \ear
period, namely from net loss of RS13.5 million to net profit of RS8.7 million. In the

guarieriv comparative analysis (3Q03 x 2Q05), there was 2 decrease of RS1.9 million.

Revenues Highlights

« Gross operating revenues totaled R$656.5 million in the period January to September
20035, which represented a growth of RS117.3 million in comparison with the same
prior vear peried, when they totaled R8339.0 million. In the 3Q03, there was a growth
of R$9.9 million in relation to the 2Q03. The following services contributed to that
performance:

« Company communication, when comparing the accumulated amount in the period
January 10 September 2003 with the same prior vear period, a growth of R$%6.7
million or 22.7% is observed, In the 3Q0S, it presented 2 growth of R$2.7 million or
1.3% with relation to 2Q03, substantally due o the company communication
services and internet services, including data center services.

« Resale of goods substantizlly consist of the sale of materials — network solutions
and sale Gf customized software. When comparing the accumulated amount for the
pericd January 1o September 2003 with the same prior vear period, an increase of
RS14.6 million or 120.8% was cohserved. In the .aQ{E:«E there was an increase of
RS4.8 million or 61.7% with relation to the 2Q03.

»  Commissions substantizlly consist of revenues from voice service commissions
with Telesp. When comparing the accumulated amount for the period January 10
September 2003, an increase of RS$2.2 million or 3.5% is observed. When
comparing the 3Q03 with 2Q03, these revenues remained practically stable.

« IT solutions and others represent revenues from sales with integrated solutions to
customers and outsourcing of IT and telecommunications. Those services present a
growth of RS4.0 million or 10.8% when comparing the accumulated amount for the
period January to September 20035 with the same prior year period. In the quarterly
comparative analysis (3Q03 x 2Q05), there was an increase of R$2.4 million or
17.5%.
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-

o Deductions referred 1o taxes, when comparing the accumulated amount for the period
January to September 2005 with the same prior vear period, present an increase of
R§13.2 million or 15.2%. In the quanerly comparative analvsis (3Q03 x 2Q03), there
was an increase of R82.5 million or 6.6%, which is in line with revenue increase.
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Highlights regarding expenses/other operating revenues
Operating expenses accumulated up 10 September 2003, in comparison with the same

prior year period, grew by R$47.4 miilion or 13.0%. In the quarterly comparative analysis
{3Q05 X 2Q03), the increase reached RS8.3 million or 6.2%.
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Variations are explained through the foilowing items:

o Payroll expenses reached 14.9% of net operating revenues in the period January to
September 2003, versus 16.4% in the same prior year period, which represented a
decrease of 1.6 p.p. In the 3Q05 they reached 14.1% of net operating revenues, versus
13.9% in the 2Q03, with a decrease of 1.8 p.p.

»  Management expenses, including third party services and infrastructure rent,
represented 59.4% of net operating revenues for the period January to September 2003,
versus 65.0% in the same prior vear period, which means a decrease of 3.6 p.p. In the
guarterly comparative analysis (3Q05 X 2Q03), there was an increase of 4,5 p.p.
{60.9% and 56.4%, respectively). The main variations referred 1o cost of services and
goods.

o Tax expenses up 1o September 2005, when compared with same prior year pernod,
increased R$1.2 million. In the guarterly comparative analvsis (3Q05 x 2Q05), there
was a decrease of RS0.4 million or 16.3%.

+  Alowance for doubtful accounts represents 0.3% of net operating revenues for the
peried January w0 September 2003, whereas in the same 2004 period it represented
0.8% of net operating revenues. The Company continues devoting efforts 1o keep this
variable under control.

+ Depreciation reached R$83.3 million in the period January to September 2003, which
represented 2 growth of R$13.2 miilion or 18.8%, in comparison with the same prior
vear pericd. In the quarierly comparative analvsis (3Q035 X 2Q05), the variation
amounted to RS 0.6 million or 2.2%, due to plant in service growth.

» Financial resuits present an increase in financial revenues by R$54.2 miilion and in
financial expenses by R837.1 million, resulting in a financial loss of R$3.0 million,
when comparing the accumulated amount for the period January to September 2005
with same prior year period, due 1o loss on hedge operations, In the guarterly
comparative analysis (3Q05 x 2Q03%), there was a variation of R$0.1 million. Since the
Company’s operating results and indebtedness are significantly affected by risk facior
of foreign exchange rate market, the Company enters into hedge agreements with
financial institutions in order to reduce the risk of rate fluctuations.
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Loans and Financings: On September 30, 2005, the Company had loans and financings
totaling R8167.5 million (RS152.9 million at June 30, 2003), from which RS 152.0 million
were oblained in foreign currency at fixed interest rate, and R$0.9 million in local currency
at a variable interest rate — Interbank Deposit Certificate (CDI). On the other hand, the
Company invests the available funds balance of R§11.3 million (RS5.8 million at June 30,
2003, subsantizliv in short-term instruments, based on the CDI variaton, which helps
reduce the risk. The book values of those instruments approximate the market values, since
they are redeemable in the shori-term.

Additional Information

« Transactions with related parties — They are conducted under vsual market conditions
for this kind of operation. The main transactions with related parties, developed by the
Company and its subsidiary, refer w an intercompany loan with companies of the
Group, telecommunication services rendered and other services, in addition to
commissions receivable related 10 voice services provided by Telesp to the subsidiary’s
customers, and payable commissions related 1o daw transmission services provided 1o
Telesp's customers,

Shareholders’ equity — Capital

Subscribed and paid in capital at September 30, 2005 amounted 1o R$702.9 million, being
represented by 358,716,131,431 common and 712,437,254,331 preferred shares, all of them
being registered shares with no par vahze. The Company is authorized as from April 4, 2002
{date when the first Ordinary General Meeting and the Second Extraordinary General
Meeting were held) 10 increase its capital up to the imit of 1,500,000,000.000 shares,
common or preferred, and the Board of Directors is the proper authority 10 decide the
increase and the consequent issuance of new shares, within the capital limit allowed. It is
not obligatory o keep the proportion between the number of shares of each type upon
capital increases. However, it is necessary to observe that the number of non-voting
preferred shares or those with voting restrictions may not exceed 2/3 of the shares issued.

Lad
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Summarized History

Telefdnica Data Brasil Holding S.A. was incorporated on Janvary 30, 2001, as a result of
the partial spin off of net assets of Telecomunicagbes de Sao Paulo S.A.- Telesp,
represented by invesunent in the whollv-owned subsidiary Telefonica Empresas S.A., and
amounts receivable from the referred 1o subsidiary, approved in the Extraordinary General
Meeting held on that date. In the process of partial spin off of Telecomunicagdes de Sao
Paulo S.A. - Telesp, and Company's incorporation, a share of the same type of the new
company's capital was assigned 1o each share held by the Telesp’s sharcholders,
considering the same rights as those of the outstanding shares that were previously held. On
May 08, 2001, the Company, upon registration at the Brazilian Securities Commission
{(CVM), obtained the condition of corporation, listed on the So Paulo Siock Exchange. Itis
also repistered at the Securities and Exchange Commission — SEC, in the USA, end 1s
“American Depositary Shares (ADSs)” - level | are wraded on the New York Stock
Exchange (NYSE)L

Main Objectives

Telefonica Daia Brasil Holding S.4., in addition to other objectives, aims at controlling
the provision of switched network service packs, as well as other relecommunication
services and related acrivities.

Its subsidiary, Telefonica Empresas, operates all over the country and has the largest data
rrapsmission siructure of Sdo Paulo Siate. The Company provides services in 26 siates and
also in the Federal District. Tt serves large companies and corporations, by combining
communication and information technology with integrated solutions 10 customers.

The Company's objective is 1o consolidate iself in the market as a service provider for
large companies, which distinguishes it from the traditional 1elecommunication operators.
That must be done by sirengthening the Solution service businesses. By understanding the
evolution of each marker segment, the professionals of Telefonica Empresas may iniegrate
in only one solution the connectivity, dota center, applications and outsourcing of services
and equipment. They also may, based on the specific needs of a customer, for example,
creaie a service 10 find people by means of cellular terminals, implement sales teams’
automuation projecis, integrate production networks with differeni plaiforms, erc.
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Main Objectives {Continued)

Daia communication services are necessary for developing innovative projecis for large
corporate customers. Therefore, Telefonica Empresas becomes each time closer to the
customer, and creates long-lasting parinerships, based on its capacity of adding value to
the business of lurge companies.

Tubles

Table No. 1 coniains the statement of operations of TELEFONICA DATA BRASIL
HOLDING. Table No. 2 presents the balance sheer of TELEFONICA DATA BRASIL
HOLDING and Table No. 3 shows the loans and financings and also the equity holding
dota of TELEFONICA DATA BRASIL HOLDING.

Note: This published matenal vontzing the forecest of fuwe events, which are not faots nocsned in the posi, end only reflexts the
cxpettations of Company Management, Certain terms aim 21 identifving such forecasts, which untdoubtedly involve risks or pncertaintics
expesied or not by the Company. Therefore, the future ressiie of Company operations may differ from the present expectations. The
render should not be besed only on the expeniations horeby presered, These foretasts onhy roflect the opinion on the date when tiey are
wswed, end the Company does nat commit hiself 1o updating them in the Hight of new dats or future cvents.
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